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TO SECSTATE WASHDC 6737 

CONFIDENTIAL SEOUL 7295 

FOR ASSISTANT SECRETARY HABIB FROM AMBASSADOR SNEIDER 

E.O. 11652: GDS 
TAGS: ETRD, KS 

SUBJECT: OUTSTANDING COTTON CONTRACTS 
REF: (A) SEOUL 7148 (B) SEOUL 7176 (C) STATE 241 1 19 

1. AS WE HAVE REPORTED IN REF (A) AND (B), WE HAVE SUCCEEDED 

IN OBTAINING A FIRM UNDERSTANDING WITH THE ROKG ON PROCUREMENT 
SCHEDULE TO LIQUIDATE THEIR COMMITMENTS UNDER OUTSTANDING 
COTTON CONTRACTS. SOME DAYS AGO, I SPOKE TO DEPUTY PRIME 
MINISTER, NAM, DUCK WOO, AND USAID DIRECTOR ADLER FOLLOWED 
UP. NAM UNDERSTANDS THE SIGNIFICANCE OF THESE OUTSTANDING 
CONTRACTS AND THE IMPORTANCE OF AVOIDING ANY DEFAULT WHICH 
WOULD TARNISH KOREA’S REPUTATION. WE RELIEVE THAT THE ROKG 
WILL ASSURE COTTON PROCUREMENT IN ACCORDANCE WITH THE 
SCHEDULE REPORTED IN REF (A). AS YOU KNOW HOWEVER, KOREA IS 
FACING A MOST SERIOUS FINANCIAL CRUNCH. THE DEFICIT IN THE 
CURRENT ACCOUNT FOR THIS CALENDAR YEAR IS NOW ESTIMATED 
AT APPROXIMATELY 1.5 BILLION DOLLARS. NET FOREIGN RESERVES 
HAVE DECLINED TO APPROXIMATELY 400 MILLION DOLLARS WHICH 
REPRESENTS THE COST OF LESS THAN ONE MONTH'S IMPORTS. 

2. WE UNDERSTAND THE KOREAN TEAM WHICH WILL VISIT THE UNITED 
STATES (REF B) WILL ATTEMPT TO OBTAIN AN ADDITIONAL ONE 
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HUNDRED MILLION DOLLARS IN CCC CREDITS. WE RECOMMEND THAT 
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THE DEPARTMENT PROVIDE WHATEVER SUPPORT MAY BE POSSIBLE TO 
ASSIST THE KOREANS IN OBTAINING THIS ADDITIONAL CREDIT. 

3. WE WILL CONTINUE TO MONITOR CLOSELY KOREAN PERFORMANCE IN 
FULFILLING THEIR COMMITMENT TO OPEN LETTERS OF CREDIT AND TAKE 
DELIVERY OF COTTON UNDER OUTSTANDING CONTRACTS IN ACCORDANCE 
WITH THE SCHEDULE REPORTED IN REF (A). 

SNEIDER 
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